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Financial Inclusion Strategies for Inclusive Growth in India 1. Introduction
The two decades of post reform period in India demonstrated the transformation of the economy in to one of the fastest growing economies of the world signaling the emergence of the nation in the new geo political and economic order and hence eliciting lot of international attention. But this higher economic growth is confined to some affluent sections and failed to translate in to well being of the large number of deprived and marginalised sections due to various structural rigidities. This is amply exhibited in the marginal improvement in the socio economic indicators of the lower rungs of the population. Even though poverty is declining, the rate of decline is much more desired given the narrow way we define poverty in India. There is also a divide between the "haves" and "have not" which result in to large disparities in health and nutritional status, education and skills, as also in availability of clean water and sanitation. This disparity is striking among excluded groups such as SCs, STs, OBCs and some minorities, between gender, rural and urban areas and some backward regions (Planning Commission). In order to address this problem of social exclusion, the 11 th plan chartered a strategy of inclusive growth. The approach paper of the plan emphasised that "the 11 th plan provides an opportunity to restructure policies to achieve a new vision of growth that will be much more broad based and inclusive, bringing about a faster reduction in poverty and helping bridge the divides that are currently in focus". More over economic growth to be sustainable, it requires all sections of the society included and participating in the growth process.
Financial inclusion is one of the methods through which Inclusive Growth can be achieved in
India where large sections are unable or incompetent to participate in the Financial System. An inclusive financial system mobilizes more resources for productive purposes leading to higher 2 economic growth, better opportunities and reduction of poverty. On the other hand financial market imperfections, such as information asymmetries and transactions costs adversely affect the poor, the micro-and small enterprises resulting in lack of opportunities, persistent inequality and slower growth. Also financial inclusion is inevitable in creating economic opportunities to the poor, sustaining it, overcome the risk associated with it and continue to participate so that they become successful economic agents to the growth process of the country. Keeping this in mind Government, RBI, banks and other financial institutions are making policy interventions to accommodate the vulnerable in to the financial system. In this backdrop, the paper discusses various strategies for financial inclusion in India in the larger context of inclusive growth in the country.
Financial Inclusion -Definition
There are many definitions on Financial Inclusion. Financial inclusion can be defined as a "state in which all people of working age have access to a full suite of quality financial services, provided at affordable prices, in a convenient manner, and with dignity for the clients" (Accion 
Extent of Financial Inclusion in India
As per NSSO data (2003) 
Rationale and Benefits of Financial Inclusion
The need for financial inclusion arises out of multiplicity of reasons. For vast number of remote and inaccessible areas, the physical distance is acting as deterrent to reach the financial institutions and access varied financial services. Compounding this is the demand and supply 5 side constraints affecting the spread of financial services to the marginalized sections of the society. On the demand side the barriers to financial inclusion include lack of awareness, low incomes/assets, social exclusion and illiteracy. The supply side difficulties include distance from branch, branch timings, cumbersome documentation and procedures, unsuitable products, language and staff attitudes. Also the Know your Customer (KYC) norms of the financial institutions provide valuable identity and address proof to the section of population who otherwise looking for some kind of identities. The central problem faced by the excluded population are the lack of access to the formal system, lack of perception about the functioning of the financial system, lack of information about the diverse products and services and lack of selection of the appropriate instrument and services which is most suited for them. The sheer magnitude and size of the excluded population make financial exclusion the barrier to unleashing the "fortune at the bottom of the pyramid."
Financial inclusion presents number of benefits to low income households and small and microenterprises in the country. First and foremost it facilitates economic transactions to the large number of new economic agents. Financial inclusion helps low-income families who have small, unpredictable, and often seasonal incomes to manage their resources well. Families use financial services to gain access to education, health care, and other necessities that improve their quality of life. Low-income families who are subjected to many vulnerabilities can protect against these vulnerabilities through savings, credit, insurance, remittances provide sustainable and low-cost coping strategies. Enterprise owners can use credit or savings to make productivity enhancing investments in productive assets. The right financial infrastructure can help asset recognition of the poor through financial leveraging. Finally financial services foster 6 independence and build economic citizenship by giving people the ability to actively participate in their communities and countries.
Empirical evidence suggests that improved access to finance is not only pro-growth but also propoor, reducing income inequality and poverty Honohan 2008, 2009 ).
Cross-country regressions have shown that economies with better-developed financial systems experience faster drops in income inequality and faster reductions in poverty levels. Financial depth can have direct and indirect effects on small firms and poor households (Beck, Demirgüç-Kunt, and Honohan 2008) . Greater depth is likely to be associated with greater access for both firms and households, making them better able to take advantage of investment opportunities, smooth their consumption, and insure themselves.
Challenges to Financial Inclusion
There are many challenges faced by banks in India on financial inclusion process. Even though there are many villages in the country without bank branches, penetration of bank branches in to rural areas is difficult as they are unviable, saturated and having higher transaction cost. The villages are fragmented limiting the scale of operation of banks in rural areas. This necessitates last mile of financial inclusion to be met with a combination of agents and providers through technology leverage. The present Business Correspondent (BC) model is too restrictive, cash delivery points are too modest and the ideal financial inclusion model is yet to evolve in the country. The robust financial inclusion model requires comprehensive participation of all stakeholders which is currently lacking in the country. Financial inclusion among urban poor warrants an alternate strategy as the physical access is not the critical issue here. The pricing of financial assets and services is delicate in urban areas as it should ensure the poor are able to afford them at these prices. Also urban poor, particularly the slum dwellers suffer from identification problem as they are frequently moving from one part of the city to another or from 7 one city to another. Lack of financial literacy among the urban poor or lack of marketing of financial instruments to the urban poor lead to limited awareness of financial portfolios by these people. Sometimes there is a self exclusion by the poor from the formal system as they are heavily depended on the informal credit sources which cater according to their convenience.
Today"s complex financial services market offers consumers a vast array of products and service providers to meet their financial needs. This degree of choice requires that consumers be equipped with the knowledge and skills to evaluate the options and identify those that best suit their needs and circumstances. There is urgent need for financial education to make an informed choice from diverse options available to consumers and also refrain from financially destructive transactions. Unfortunately the level of financial literacy is very low in India. In this scenario, the 
Financial Innovation Efforts in India
Banks were making many initiatives to improve financial innovation in India. Kisan Credit Card (KCC) Scheme was launched in 1998-99 to provide insurance cover to the farmers. In November 2005, the RBI asked banks to start no frill accounts to bring unbanked people in to the system. 
Financial Inclusion Strategies
Despite the difficulties faced by banks to expand their operations in the rural areas, RBI is seized with the idea of issuing fresh banking licenses to private players with the intension of improving financial inclusion indicators. The idea behind this thinking is that country"s credit -GDP ratio is about 50 percent which warrants expansion of banking networks. But this expansion should be security is a major concern since hacking is also moved on to the mobile platform. Regulators, Banks, telecom service providers and handset manufacturers should come together to find a solution so that apprehensions are removed and wide use of it possible in near future.
Conclusion
Banking on the poor is a viable option in India as there are huge mass at the bottom of the pyramid. There are enormous unmet potential lying in the rural areas for financial institutions. If financial institutions could successfully tap this potential there would be a "win-win" situation for institutions and people. Use of technology plays an important role in leveraging banking services to rural areas as it lower the cost of maintaining the account. Mobile banking is the most viable option for financial inclusion as it involves less transaction cost. Further bank licensing should be directed towards covering the rural areas. Also there should be convergence between regulator, banks, telecom companies, software companies and handset makers for electronic transfer of cash. Financial literacy and credit counseling programmes can create critical mass for financial services which make financial inclusion viable. Financial inclusion by introducing electronic payment system is one of the solutions to reach the masses in India. The existing Indian Post Offices with large rural outreach is best suited for taking financial inclusion process swiftly. Financial literacy about various bank portfolios, Unique Identification Authority of India
